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This is the clearest and strongest impression left on the reviewer's 
mind by a study of the present volume. Among the active group of 
young American economists Professor Fetter holds a distinguished 
position. His thinking is bold, fertile and independent, his reasoning 
is direct and orderly, and his statement is forcible and attractive. He 
has made substantial contributions both in acute criticism of orthodox 
theories and in presentation of new and suggestive concepts, and he is 
by all reports a stimulating and inspiring teacher. 

Manifestly these are qualities which are likely to materialize in one 
or the other of the two distinct, almost opposed results : (i) a series 
of real contributions to economic theory or ( 2 ) a convenient and work- 
able text-book. What Professor Fetter has already done in the first 
direction is a safe warrant that the more comprehensive result of his 
bolder effort would give us something entitled to high respect. On the 
other hand the evidence at hand would convince even the hardest- 
hearted publisher that this man can write a serviceable manual. 

But it is in trying to combine the two things into a single perform- 
ance, as Professor Fetter has here done, that some disappointment and 
more regret come. A vigorous but necessarily imperfect assault upon 
the accepted ground-work of economic science is not the most useful 
pedagogical appliance. Nor on the other hand does daring and inde- 
pendent thinking have the fairest play within the inevitable restraint of 
text- book conventions. The result is, to use a hackneyed figure, a 
physical mixture and not a chemical compound. We put aside Pro- 
fessor Fetter's volume, embodying as it does so much bold analysis and 
so much successful teaching experience, in the conviction that before 
long disassociation will come and that this gifted teacher and investi- 
gator will give us in separate form both a convenient manual and a 
scientific treatise. 

Jacob H. Hollander. 
Johns Hopkins University. 

Interest and Saving. By E. C. K. GONNER, Brunner Professor 
of Economic Science in the University of Liverpool. New York, 
The Macmillan Co., 1906. — xv, 172 pp. 

The subject of this book is the relation of the interest rate to the 
process of saving, the main question being whether the existence of 
some " rate of interest is or is not an essential condition of the provi- 
sion of capital in certain quantities " (p. 105). The author believes 
that the rate of interest is determined by the supply of and demand for 
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the existing stock of capital (in the narrow sense in which he under- 
stands that word), and is that rate " necessary to apportion the given 
quantity to those seeking it " (p. 76 et passim). The market rate, as 
thus fixed, acting upon savers according to the marginal principle, im- 
poses upon them different costs (p. 77) ; that is, some of them would 
save without the inducement of interest. In answer to the main ques- 
tion, indicated above, the author's principal thesis is about the follow- 
ing : there would not be enough postponement if the savers near the 
margin were not brought in by the inducement of interest. He regrets 
that many of the receivers of interest are not marginal, and that they 
get what he calls a " postponer's rent " (p. 115), but he concludes that 
there is no help for this. 

An analysis of the objects, methods, and motives of saving (chapters 
1-3) is followed (chapters 4-9) by the argument as to interest which 
develops into the thesis stated above. The concluding part is a discussion 
of the relations of the theory of interest to the theory of distribution, in 
which is repeatedly emphasized the thought that the relation of interest 
to capital is very different from the relation of wages to labor, in that 
the standard of living affects wages but not interest. The practical 
conclusion drawn is that "the claims of labor . . . have greater force. 
Capital receives what falls to its lot " (p. 170). 

Despite the scholarship of the author and the acuteness of some 
minor arguments, the book contains little new and that fallacious. 
The reasons for this are not far to seek ; they are the use of a sterile 
method and of antiquated concepts. The abstraction is of the approved 
Ricardian super-mundane variety. In nearly two hundred pages there 
is not one appeal to experience, not one concrete illustration from the 
business world. Perhaps the tone of this review is due to an unfair 
comparison. The reviewer came fresh from reading Irving Fisher's 
Capital and Income, a work in the best sense abstract and theoretical, 
but filled with the knowledge and spirit of actual business life. It was 
like bidding adieu to a twentieth-century economist, theorizing in the 
open, to enter the dusty closet of eighteenth-century philosophy. 

The concepts employed are those of late vigorously criticized in 
America and increasingly rejected. Capital appears in the narrow sense 
of a part of produced goods of various kinds, and yet " homogeneous." 
Rents appear in bewildering forms, as rents in wages and rents in inter- 
est. The rate of interest as a percentage is still contrasted with a rate 
of wages as the goods making up the standard of living, though the fal- 
lacy in this has often been demonstrated. Interest (which is nowhere 
in the book defined but which seems to mean the rate of interest on 
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contractual monetary loans) is apparently not regarded as having any 

connection with the premium prevailing upon present goods, or with the 

rate of exchange of present and future incomes. It would be vain to 

attempt here detailed discussion of ideas and conclusions attained from 

a point of view so questionable. 

It is unfortunate for scholarship that insularity should sterilize such 

notable talents. It is to be hoped that this is the last attempt that will 

be made to restudy the theory of interest with no hint of acquaintance 

with the contributions of Carver, of Clark, of Davenport and of Fisher. 

Frank A. Fetter. 
Cornell University. 

The Sociological Theory of Capital. By JOHN Rae. Edited, 
with biographical sketch and notes, by Charles Whitney Mixter. 
New York, The Macmillan Company, 1905. — Hi, 485 pp. 

It is perhaps natural that a work of pronounced originality should 
be burdened with a title that gives only the faintest suggestion of its 
purpose and point of view. When John Rae's book was first published, 
in 1834, the only feature of the work which seems to have appealed to 
the editorial eye was the criticism of the free-trade doctrines of Adam 
Smith. Hence the unfortunate title, Statement of some new principles 
on the subject of Political Economy, exposing the fallacies of the system 
of Free Trade, and of some other doctrines maintained in the " Wealth 
of Nations." No one could have divined, from this title, that the work 
so misnamed contained an independent system of political economy. 
The extraordinary attention which has been given, in the last two de- 
cades, to the problem of capital and interest, is primarily responsible 
for the new title. If occasion shall arise, fifty years hence, for a second 
reprint of the work , I have no doubt that an entirely different title will 
be chosen. The work is much more than a "sociological theory of 
capital." It contains within it the germs of many ideas which have 
since served as the basis for great reputations ; and there remain in it 
unexploited ideas that will doubtless play an important part in future 
speculation. 

The relation of John Rae's theory of capital and interest to that of 
Bohm-Bawerk has been ably discussed by Professor Mixter in the Quar- 
terly Journal of Economics (January, 1897, and May, 1902). This 
feature of the work, therefore, requires no comment here. It may not 
be entirely superfluous, however, to call attention once more to the 
sociological limitations upon the formation of capital which John Rae 



